
COUNCIL COMMUNICATION 1 
AGENDA TITLE: 

MEETING DATE: August 7, 1996 

SUBMITTED BY: City Manager 

Annexation Agreement with San Joaquin County 

RECOMMENDED ACTION: That the City Council approve the attached Annexation Agreement with 
San Joaquin County and authorize the City Manager to sign the 
agreement. 

BACKGROUND INFORMATION: The attached Memorandum dated July 30, 1996, is provided to give 
the background to this recommendation. As discussed in the 
Memorandum, the approval of this agreement will not have an 

immediate impact on Lodi’s property tax revenues. Currently, Lodi has approximately a 5-year inventory 
of undeveloped land. As such, Lodi does not need to annex new territory for some time unless for a 
special project. Even then, the shift of property tax revenue from Lodi to the County will be gradual and 
will require several years before it is a significant sum of money. 

The long-term solution to the County’s fiscal problems will have to be solved by the State at some time in 
the future. Like all California counties, there are not sufficient revenues to maintain services at a level to 
which the residents of California have become accustomed. However, the solution to the problems faced 
by counties will not be achieved by “beggaring” cities. This will only result in shifting the fiscal crises to the 
cities. 

FUNDING: None 

Respectfully submitted, 

HDF:br 

H. Dixon Flynn 
City Manager 

f 
APPROVED: , 

‘ H. Dixon Flynn -- C& Manager 



M E M O R A N D U M  

TO: Mayor and City Council 

FROM: Dixon Flynn, City Manager 

DATE: July31, 1996 

SUBJECT: Annexation Agreement with San Joaquin County 

PURPOSE; 

This is an informatiofi paper to update you on the current status of negotiations between the 
City Managers of San Joaquin County and the County Administrator regarding the property 
tax allocation formula used for annexation of new territory. N o  action is required by Council. 
This report will be brought to the regular Council meeting on August 7, 1996, for discussion 
and action. 

BACKGROUND 

As provided in the revenue and taxation code, a city and county are required to establish an 
annexation agreement on the distribution of “property tax revenue” before an annexation may 
be approved by the Local Agency Formation Commission. The agreement may be negotiated 
on an “annexation-by-annexation” basis, as a master agreement between the city and county 
or as a master agreement on a county-wide basis. The method, term and form of the 
agreement is up to the local agencies involved. 

In 1980, the County and cities agreed to a master county-wide agreement (Exhibit 1). This 
agreement ensured a uniform and equitable distribution of property tax between the cities 
and the County; and, as such, was an agreement easy to administer and understand. Under 
this agreement, the County received 63.4% of the property tax (local government share) and 
cities received 36.6%. The local government share is that tax which does not include the 
property tax for schools (approximately 50%) or special districts (approximately 10%). 

This agreement was terminated by the County Board of Supervisors on December 12, 1995, 
effective June 16,1996. 

HDF J:\CM\HDF\ANNEX-3.DOC 
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COUNTY’S JUSTIFICATION AND POSITION 
The reason given by the County for this action was their concern that municipal annexations 
and redevelopment projects have been capturing County revenues, while at the same time 
population in cities have been adding to County service burdens in welfare, health and 
criminal justice. Gwen the demographic projections of urban growth in San Joaquin County 
over the next twenty-five years, the loss of revenues when cities annex new territory and the 
recent shift of property tax to schools, the County is justified in their concern. 

To increase revenues, San Joaquin County is now looking at State rules which offer counties 
the opportunity to increase revenues. These rules allow counties to promote economic 
development in unincorporated areas to build the County’s tax base and getting voter 
approval for County-wide sales tax increases. In addition, State rules allow counties to 
require city cooperation on sharing revenues. At least five forms of revenue sharing is 
allowed and which are actively promoted by the California State Association of Counties 
(CSAC) . These include : 

1. Property tax agreements for annexations 

2. Sales tax sharing 

3. Redevelopment pass-throughs 

4. Transient occupancy tax and municipal court fine sharing 

5. City collection of County development fees 

For the most part, these rules, like unfunded mandates, shift the burden of financing regional 
services from the County to the cities and relieve the County from the risks associated with 
proposing new tax measures. Based on these rules and the fact that many counties have 
been successful in negotiating new revenue sharing agreements with their cities, San Joaquin 
County submitted the following proposals in March, 1996, to the San Joaquin County City 
Managers, as follows: 

1. Cities will give the County 100% of the property tax (local government 
share) in newly annexed territory plus other revenues necessary to offset 
the remaining deficiencies needed to finance regional services (sales tax, 
transient occupancy tax, business license tax, utility users tax, etc.); 

2. Cities will collect development impact fees for County-wide capital 
facilities; and 

3. Cities will fund the regional transportation system. 

The County Administrative Officer justified this proposal on a fiscal impact analysis prepared 
by his office. This analysis concluded that the County should receive “115%” of property tax 
on newly annexed territory to finance regional services. 
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CITY MANAGERS’ POSITION 
The City Managers rejected this proposal and the analysis prepared by the County and 
responded with the following proposal afkr several weeks of discussion and meetings: 

1. 

2. 

3. 

4. 

5.  

Cities will agree to a 75%/25% split of property tax (local government 
share), with the County receiving 75% and cities receiving 25%; 

No city will receive less than 4.25% of the total property tax.; 

Cities will not shift other revenues to the County except on annexation of 
developed property where these revenues exist at the time of annexation 
(sales tax, TOT, business license tax, etc..); 

Annexations which were being processed on December 12, 1995, will be 
negotiated separately and resolved prior to any agreement approved by the 
cities; and 

The cities of Ripon and Escalon will be given special consideration due to 
their size and high level of dependence on property tax revenue. 

FINAL AGREBMBNT AND CITY MANAGER’S COMMENT 

A final agreement was reached on July 16 (Exhibit 2). This agreement reflects the proposal 
made by the City Managers as outlined above and was contingent on the County working out 
separate agreements with Lathrop, Tracy and Manteca, regarding annexations that were 
being processed by these cities on December 12, 1995. 

While this agreement reduces the property tax L,och will receive on newly annexed territory, it 
does not give other revenues to the County and does not bind Lodi to collecting county-wide 
impact fees. While I am not happy with the fact that Lodi will receive less property tax 
revenue in the future, this agreement will not have a negative impact on the City for several 
years. Hopefully, by then, the State will have developed a more realistic solution to the fiscal 
problems faced by counties. 

?+%ether the agreement negotiated by the City Managers is acceptable to the City Council will 
be decided August 7, 1996. It may be possible for the City Council to negotiate a better 
agreement. If you believe this possible, I encourage the Council to reject the proposed 
agreement and open negotiations with the County. However, I believe this agreement is the 
best agreement which can be negotiated at this time. 

Respectfully submitted, 
n 

City Manager 
DF:br 

attachments 



O f f b  Of thb 
County AdminiBtrator 

Exhibit 1 

, -  

COUNTY OF SAN JOAQUJN RErnWED 
Cowthoact, Room 707 
222 East W e k r  Avenue 

Stockton, California 95202-2778 
(20s) dm-!327r <‘jL 2 3 15% 

July 22, 1996 

Draft #&: Agreernen t for Property Tax A i l d o n  Upon An 

The attached County Draft #8 67/22/96} incluctss the  revisions suggestd at our joint meeting on 
July 16. The revisions are summarized 

I, Inm&ctt‘on,- Notices, Si nature Puge, and Ci rckFnces have been revised and Cowl- 

2. Total P r o y e q  Tux Bnw, Sectrcn 1B, has hwn deleted as this fcnn is no longer used. 

3. Albcutruns for Mmfeca, for the Austin Road anncxations, ace specified in Section 2E. 
4. Exclwiort ofcities that do not execute the agramenr: is provided in Section 5D. 
5. Change ihfiancicil veqwtsibilip language has been deleted from Section 6. 
6. TPnninutinn provisions have been rcvihed in Section 7 to refer to the Certif ica~ of Filing, 

This will dlow cities its much timc as necessary, beyond the termmation date, to complete 
annexations th;lt u e  in progress. 

follows: 

ferpart, S-on 15, has &en added to ~ , ’ l c c t  t ? xit this is a rnui!i-pmy agreement. 

It is our understding that m y  city cornmcnts on Draft #8 will be coordinated through Dwane 
Milnes, He will nlso be our contact to deterrninc whether ;u1 additional mcctlng is required to 
finalize the agreement. When the draft is determined to he acceptable, we will p ~ p a r e  7 originals 
fM f.&Kwtim process. At the sme time, we qutssc lhnt you jolntly sign a IaLtsr hat  recorn- 
men& adoption of the a p r n e n t  by the cities and ttie County. We have reviewed md approved a 
draft of &at femr prepared hy Dwane. 

Please €=I free 10 contact Rich Laiblin about any refinements. Thank you for your assistance. 

DLB:RIL:Pt 
Attachment 
c: Cmnq Counxf 

DBQ7 -23 

County Administrator 

F. 01 



Agreement For comfy Drufr ## 
(7D2/96) 

Compared rn Druft #7 
Prriperty Tax Allocation Upon Annexation 

AGREEMELVTentered into this 6th day of4idyAomJst1996 by and between the @& 
af &don.  LQd 2. Mmteca.. Rirrun, St mkson, and Tracv. hereinafter referred tO bdividudy. 

as ‘%Tr“l“ d, co I4ctiyglm “CiTIES’, and the County of San Joaquh, hcreimfkr d m e d  # 

PREAMBLE: 

Zk€X€X and COUNTY ucknowkdge rhat b ~ t h  th&Z€Y and 

COUNTY have increasing sewice responsibilities with resuained revenue resoltrces+ There is no 
consensus between 1 . and cke c o w  regarding 

the analysis of local government funding issues arising from annexations. %e-&k GEES and 
COUNTY each have their own distinctive and diffcring p e r s w v e s  on costs and revenues gener- 

ated by -xed areas. However, ikre is a statutory requirement for a Pri>perty Tax Allocation 

Agreement for the Locd Agency Formation Commission to m e x  land. 

WHEREAS, Chapter 6 nf Part 0.5 of Division I of & &wenue and Taxation Code (Sec- 
tions 95 et. Sq.) provides for the allwation of property tax revenues; and 

W€lEREAS, GKY m S  and COUNTY must have an rrgrermenl for the docat ion  of 

property lax revenues upon annexation. 

NOW, THEREFORE. in consideratian of the premiszs and the foliawiq terns and condi- 

tions, the parties hereto agree. as follows: 



C. Annexations by the cities of Ripon and Escalon- Notwithstanding S u k t i o n s  2A and 

2B. if the current population nf the city is 20,000 or less, based on the most recent esu- 

mates published by the California State Department of Financc, promy tax allocation 

for annexations conducted by the c i k s  of Ripon and ELxalon shall be determhed by 

EMS Subsection, subject to the exclusion provided in Subsection 5C. CITY and 
COUNTY shall, upon each annexation, share in the haexation PropWy Tax Base 2nd 

all Incremental Growth hereof pursuant to the ratio of 36.6% CITY and 63.4% 
COUNTY. 

' 

D. Annexation by the City of Tracy of Northeast IndusuiaI and E f i s s n g ~ y  Estates ueu. 
$ 

tfismdhg Sutxscxtions 2A and 2B, praperty ta;r: allocaticjn for a& 
City of Tmcy of the Northerrst Industrial ania and the Elissagmy Estrttes area shall be 
determined by this Subsection. CITY and COUNTY shall, upon each annexation, share 

in the Annexcaricrn Property Tax Base and all hcremental Growth tfierenf g u ~ u m t  to 

the rsth of 20% CITY and SO% COUNTY. 

3. .APPLICATION OF AGREEMENT. 
. .  

". The pttivisions of this Agreement shall apply to all pcnding a$ nnnex- 
. .  . ... . .  

. .  . .  
. , . .  . . .  . : :,ations as bf June If;, 1996 and for a period of seven (7) years until Jurie ,15,2003, 

unless o t h b ' s e  terminated under Section 7. 

B. Effective date Tht: effwtive date ofpnqxxty tax allocation fnr cach annexation shall he 

determined in accordance with Government Code Section 54902 iutd any succt3eding 

statutory provisions. As of June i6- I W6, statemmw rcgarding the romp4tiun of 

annexations must he filed on c'ir hefon: Dcccinher I ofthe yeat irnrncdiatdy prmding 

the year in which property taxes ~ T E :  to  hc s h a r d .  

7/22/96 
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4h h cansideradon of the unique and mumal funding difficulties of both &&XE 

md the COUNTY, arld C O W  wjIl jointly develop and seek to 

implement changes in their a c t i v i h  which will improve the cost effectiveness of service 

ddiuwy by both &bGlTY C I T E S  and COUNTY, including but not limited to consolida- 
.,&n-of savices between governmental agencies and inter-agency contracting for services. 

7. T E W A r n O N .  

This Agmment may be terminated. by && any party hereto upon 6 months written 

notice :d e V W m  . Said tcr- 

mina&n shall not affect annexations for which the LAFCo Executive Officer has issued a 

m m o  ntk ced6catt: crfeempbim fJ&g prior to chc P 
&I-III inntion %rid. 

* .  

3. G0-G LAW AM-, ATTORNEYS' FEES. 

This Agreement shall be construed and enforced in accordance with the laws of the State 

of Califomis Should my legal action bc brought hy either pjrtr kmuse of any dcfault 

under this Agreemen1 or to enforce any prowion of this Ageement, or ~CI ohtab a decla- 

mfion ofrighls henunder, the prevailing p m y  shall be entitled to reasonable atromys' 

?%- coutt costs and such othcr costs as may be fixed by the Court. lhc s h d a r d  of review 

for &temining whether a default has occurred under this Agwmcnt shall be the standard 

genenlly applicahle to contractual obligations in California. 

9. NOTICES. 

Any notice a€ communication required hercundcr b&we&XR among- and 

COUNTY must be in writing. and may be given eithw personally, by telefacsirnile (with 

.original forwarded by regular U.S. Mail) nr  by Federal Express or other similar courier 

promising ovemighr delivcry. If pcrsonalfy &livered, a notice or camnihcst ion shall be 



City of Smk:on 
Dwane Milnes 
City Mall 
425 N. El Dorado St- 
Stocktoo, CA 95202 
T&facaimiIe: 937-7149 

City of Tracy 
Fred Dim 
city Ha11 
32s E. 10th S m t  
T-y, CA 95376 
Telehcsimile: 83 1-4 1 10. 

City of Stockton 
R. Thomas Harris 
City Hall 
425 N. El Domdo St 
Stockton, CA 95202 
Telcfacsirnile: 937-8898 

City of Tracy 
Debra Curktt 
City Hall 
325 E. 10th S w t  
Tracy, CA 95376 
Tdefacsimile: 831-4153 

,> . . 
With Copies To: 

David L. Baker 
Courthouse, Room 707 
222 E. Webs  Avmue 
Stocktan, California 9520 
Telef.dcsimile: ( 2 0 )  4458-287s 

Tsmnce R. D m o d y  
Counhoase, Room 7 1 1 
222 E. W e b r  Avenue 
Stockton, California 95202 
Tekfdcsimik: (209) 463-2875 

Any party hcszto may at any time, by giving ten ( 10) days written notice !o the other par- 

ties, designate any orher nddrcss or facsimile number in substitution of the address or 

facsimile nurnher EO which such notice or communication shall be gjvcn. 

10, SEVERAB€LIIT. 

Ifmy prosPision of this Agrecrnznt is hdd invalid, void, or unenforceable hut thc 

remainder of this Agreement can be enforced without laflure of marErin1 consideration to 

any party, then this Agreement shall not he al'fected and it shall remain in full force surd 

effkct, u n k w  amended by mutual consent of the parties. Notwithstanding this severability 

clause, each subsection of Sectjw 2. Property Tax Allocation and Section 5. Exclusions, 

is m a k d  and substantial and Ihe fhilure of said subsection is thc fa'ailure of material 

consideration. causing the agreement to bc void from the date h a t  the subsection is held 

invalid. 

F'. 85 



IN Wl"E$S WHEREOF, cA~e parties hereto have executcd this Agreement. 

COUNTY 
Arrcst: .& Tn F u m  

Lois M,: Sahyoun, Clerk 
Board of Supervisors 

David L. Baker 
County Adminisirator 

CITIES 

Escalon 

James Fmda 
City Attorney 

Karen Dodd 
City Clerk 

David C. Ennis 
Mayor 
Date: 

...-: : . .  .. , 
2. . . . .  

Jacqueline Taylor 
City Clerk 

Randall H3yes 
City Attorney 

David W m e r  
Mayor 
Date: 

Qticia Eypinoza 
Acting City Manager 

John Brintun 
City Attorney 

Bill Perry 
Mayor 
DatG: 

Ripan 

Leon Compton 
City Administrator 

1 ILI. . 

Tom Terpstra 
City Attorney 

Lynerte:Van L a x  
City Cierk 

Jack DeSrlle 
Mayor 

Date: 

Stwkton 

Katherine Gong Meissner 
City Cl&k 

D w m e  M4.ne.s 
City Manager 

R. Thomas Harris 
City Attorney 

Joan Dartah 
Mayor 
Date: 

Trxy 

Fred Dbz 
City Manager 

Debra Corkti 
City Attorney 

Sharon Smith 
Chy Clerk 

Dan B ilbrey 
Mayor 
Date: 

-9- 7nm 
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/ 

and 

and 

AGREEMENT e n t e r e d  i n t o  t h i s  15th day. of October, 1980, by 

between the C i t y  of Lodi  hereinafter referred to as "CITY" 

the County of San Joaquin, hereinafter referred to 2s 

"COUNTY I' - 
W I T N E S S E T Hi 

MHERCAS, Article 1 3 A ,  Section I of the Constitution of 

the S t a t e  of California limits ad valorem'taxes or real 

property to one percent  (1%) of full cash va lue ;  and 

WHCRE76, Chapter  6 of Part 0.5 of Division 1 of the 

Revenue and Taxa t ion  Code (Sections 9 5  et. seq.> provides f o x  

the a l1aca t ion .o f  p r o p e r t y  t a x  revenues: and 

'WHEREAS, CITY and COUNTY wish to provide for t h e  

equitable allocation of property t a x  revenues upon a n n e x a t i o n .  

NOW, THEREFORE, in consideration of the premises and 

the following terms and conditions, t h e  parties hereto agree 

as follows: 

1. DEFINITIONS. The following words and phrases shall 

have the meanings i n  this agreement as set f o r t h :  

A. " P r o p e r t y  Tax Base" shall mean the base year sum 

of the ad valorem tax a l loca ted  to Special D i s t r i c t s  and to 

COUNTY w i t h i n  t h e  area being annexed.  

I 
I 

- 1- 
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* .  

B. "Special D i s t r i c t s "  

subdivisions orqanized pursuant 

shall mean those political 

to the laws of the State of 

California whose functions w i t h i n  the area b e i n g  anriexed are 

terminated and/or assessed by CITY. 
i[ c ;  L( 1.- ? ;/ 

- C ,  " H i s t o r i c a l  average ra t io"  shall mean the r a t i o  of 

3 6 . 6 %  CITY and 63.4% COUNTY. 

D. " B a s e  year" s h a l l  mean the assessed valuation 

applicable to the property and improvements within the area being 

annexed at the t i m e  the application for a n n e x a t i o n  is submitted 

to LAFCO. 

E. "Incremental growth" shall mean the t o t a l  increase 

or decrease i n  the property t a x  base over the base year. 

- 2. PROPERTY TAX ALLOCATION. 

A. CITY and COUNTY shall, upon each annexation, 

share in the property t a x  base  and all incremental growth thereof 

p u r s u a n t  to the historical average ratio. 

B. Future property taxes. The historical average 

r a t i o  would also  apply to any property egempt 'from ad valorem 
. *  

taxes which subsequently became taxable. 

C -  Application. The allocation set f o r t h  in Paragraph . .  

2.A. shall apply to all pending and f u t u r e  annexations and, 

in t h e  absence of an a p p l i c a b l e  property tax  a l l o c a t i o n  agreement, 

to all. annexations completed subsequent to January  1, 1978. 
' 

19 



. .  
W F E C T I V E  DATE OF ALLOCATION.  

A. Annexations completed prior to December 31st 

calendar yea r  s h a l l  share in property t a x  e f f e c t i v e  

J u l y  1st of thc next s u c c e e d i n g  f i s c a l  year, except for  the 

followiny: 
. _  

1. All a n n e x a t i o n s  cornple”,d pr io r  t o  

January Ist, 1980, shall share in proparsty t a x  e f f e c t i v e  

J u l y  lst, 1980, except that 

2, In no even t  w i l l  proper ty  t a x  be allocated 

to a city p r i o r  to the date t h a t  the c i t y  assumesresponsi- 

bility for providing services in.the annexed area. . 

4 .  TERMINATION. This agreement may be terminated on  

o r  after J u n e  30 ,  1983 ,  by either party h e r e t o  upon s i x  ( 6 )  

mohths w r i t t e n  n o t i c e .  

Property Tax Allocations as‘ set forth in Paragraph 2 hereof - 
of annexations which are completed subsequent to the effective 

date of t e r m i n a t i o n .  - ‘ 

Said termination shall effect the 

- 3- 
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APPROVED 

C i t y  O €  Ladi 

duly adopted 

1980. 

ATTEST 

by K e s o l u t i o n  N o .  
. .  

On October L i f  
by the C o u n t y  of 

5:.;#/2 d u l y  adopted by t h e  

1 9 8 0  and R e s o l u t i o n  NO, $-q 
San Joaquin on October j q  ,, 

CITY OF LODI 

C i t y  Clerk Mayor, C i t y  of Lodi 

Approved as to form 

‘7 
C i t y  A t t o r n e y  

COUNTY O H A N  JOAQUIN 

ATTEST 

Approved as to form 

- 4 -  
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County 

Expansion of Major Freeways 
(1-5, 1-205, & SR 99) 

of Local Infrastructure 





C 

u- s 

__ . . 

e 



for San Joaquin County 

Regional Transportation Components Must ... 

Enhance System Efficiencies 

Expand System Capacity 

Reduce System Demand 

Keep the Heat On 

Sari Joaquin Council of Government3 



rthwao, Room 707 
w Wsber hwnarr 

I 
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July 35, 1996 
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July 31, I996 
Pmgc 4 

County Administratm: 





PREAMBLE: 















T h i v  agrmmenh miry be executed in coanterpart aprecments;. binding leach executing party 

ids if said purries executed the s m e  agreement. 
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